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State of Idaho
Office of Attorney General
Lawrence Wasden

Dear Fellow Idahoan:

Your home is probably your most valuable asset. As such, it
is important to know how you can protect your home from
loss due to foreclosure or deceptive business practices.

Today there are many legitimate loan modification programs
available to help you keep your home. Unfortunately,
fraudulent foreclosure rescue scams have invaded our state,
offering empty promises and stealing the dream of home
ownership. My office prepared this manual to provide useful
information about legitimate loan modification programs,
warn you about fraudulent rescue schemes and help you tell
the difference.

Idaho and federal laws offer some protections against these
financially devastating rescue schemes. However,
prevention remains the best strategy for combating unlawful
activities, and you can best protect yourself by understanding
your rights and obligations as a homeowner.

If you are having financial difficulties and are at risk of
foreclosure, I encourage you first to contact your loan
servicer’s home retention department to discuss your specific
circumstances. The worst thing you can do when facing
foreclosure is to do nothing. If your monthly payments are
unaffordable, and you are unable to communicate effectively



with your servicer, you should consult a HUD-certified
housing counselor immediately.

The Appendices to this manual include resources for finding
information and assistance and a glossary of terms
commonly used in the mortgage industry. Appendix E
includes an example hardship letter that you can reference if
you need to write one to your servicer. In addition to
contacting a private attorney to discuss any available legal
remedies, you can report deceptive mortgage rescue schemes
and deceptive mortgage advertising to my Consumer
Protection Division. Complaint forms are available on my
website at www.ag.idaho.gov or by calling (208) 334-2424
or, toll-free in Idaho, (800) 432-3545.

Sincerely,

LAWRENCE G. WASDEN
Attorney General
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FORECLOSURE PREVENTION

If you are facing possible foreclosure, talk to your mortgage
servicer. This is the most important thing you can do. If you
are delinquent in your mortgage payments or if you believe
you may become delinquent, do not wait for your situation to
worsen. The sooner you act, the more likely you will find an
affordable solution.

You are not alone. Millions of homeowners face possible
foreclosure due to increases in adjustable interest rates,
decreasing home values, unemployment and a slow
economy.

The federal government has developed programs to assist
homeowners and to encourage servicers to modify or
refinance unaffordable mortgage loans. Programs also allow
homeowners to avoid foreclosure by walking away from
their homes. If you are ineligible for the federal programs,
you may qualify for mortgage servicers’ proprietary loan
modification programs.

Agencies also are educating homeowners about their rights
and have established a network of housing counselors to
assist you in addressing delinquency and pending
foreclosure.

While not every home can be saved from foreclosure, if you
act quickly and responsibly, you may avoid this devastating
result. If you have questions relating to your specific
situation, contact your servicer, a HUD-certified housing
counselor, an attorney or a trusted financial advisor.

MORTGAGE SERVICERS

In many cases, after a mortgage is finalized, it is sold to a
third-party investor, which pays a mortgage servicing



company to manage or “service” the loan. The servicer does
not own the loan but has substantial authority to act on
behalf of the investor. The servicer bills you, collects your
payments, pays the property taxes, and handles complaints.
The servicer has authority to negotiate changes in your loan
terms according to limits set by the investor. However, in
most situations, the servicer cannot finalize a mortgage
modification without the investor’s approval.

When you need to contact someone about a problem with
your loan or to negotiate a workout agreement, always start
with the servicer or the company to which you make your
monthly payments. Look on your monthly billing statement
for a toll-free telephone number (sometimes printed on the
back) or for a website address. Call the servicer and ask to
speak with someone about available mortgage modification
programs.

The large servicers, including Bank of America and Chase,
have websites dedicated to home loan loss mitigation issues.
Many of the government’s programs have been available for
more than two years, and servicers are well aware of the
programs’ requirements. If you need additional information
about a specific government program, visit the Making
Home Affordable website at
www.makinghomeaffordable.gov.

If you need help identifying your servicer or finding the
servicer’s contact information, you can search the Mortgage
Electronic Registration System (MERS). It identifies the
servicer of any loan registered on the MERS® System. You
can search it at www.mersinc.org. Complete contact
information for the System is included in Appendix A.

Use the “communication log” in Appendix D to keep track
of every conversation you have with your servicer or with a
housing counselor.
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HOUSING COUNSELORS

Housing counselors can be very helpful in advising how you
can avoid foreclosure. In some instances, the counselor
bridges the communication gap between you, the lender, the
servicer, the insurer and others.

You can obtain a current list of housing counselors who are
approved by the United States Department of Housing and
Urban Development (HUD) on its website at www.hud.gov.
Do not select a counselor from an Internet ad or by calling a
number listed on an ad that came in the mail. Never pay
someone to help you with a loan modification.

The Attorney General’s Consumer Protection Division
employs a housing specialist who answers consumers’
questions and  helps facilitate more productive
communication between consumers and servicers. You can
file complaints with the Division and the housing specialist
will work with you and your servicer to reach a resolution.
The Attorney General’s Office cannot stop a foreclosure sale
and cannot force a servicer to modify your mortgage loan.
To speak with the housing specialist, call (208) 334-4536.

HOPE NOW

HOPE NOW is an alliance of counselors, mortgage
companies, investors and others involved in the mortgage
market. The purpose of this alliance is to identify distressed
homeowners and help them stay in their homes. The HOPE
NOW website, www.hopenow.com, provides information
about homeownership and other financial issues.

Homeownership Preservation Foundation

The Homeownership Preservation Foundation is a network
of HUD-approved housing counselors who are trained to
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help you set up an action plan to address your specific
situation. You can access this free service by calling
(888) 995-HOPE. The hotline is staffed seven days a week,
24 hours a day, and Spanish-speaking counselors are
available.

The Foundation also offers online counseling through its
website at www.995hope.org.

Idaho housing counselors who are members of the HUD
network include the following (visit www.995hope.org or
www.hud.gov for the most current lists):

CCCS of Northern Idaho, Inc. Idaho Partners for Home Buyer
1113 Main St. Education, Inc.
Lewiston, ID 83501 565 W. Myrtle St.
(800) 556-0127 PO Box 7585
www.cccesnid.org Boise, ID 83707-7585
(877) 888-3135
Community Action Partnership www.ihfa.org
124 New 6" St.
Lewiston, ID 83501 Neighborhood Housing Services Inc.
(800) 326-4843 1401 Shoreline Dr.

www.acommunityactionpartnership.org | PO Box 8223
Boise, ID 83707

Consumer Credit Counseling Svs. (208) 343-4065 x107

1801 Lincoln Way, Ste. 6 www.nhsid.org

Coeur d'Alene, ID 83814

(800) 308-2227 Pocatello Neighborhood Housing
www.moneymanagement.org Services, Inc.

206 N. Arthur Ave.
Eastern Idaho Community Action PO Box 1146

Partnership Pocatello, ID 83204
1565 N. Skyline Dr. (208) 232-9468 x105
Idaho Falls, ID 83402 www.pnhs.org

(208) 522-5391
Www.eicap.org

Idaho Housing and Finance Assoc.
565 W. Myrtle

PO Box 7899

Boise, ID 83707-1899

(877) 888-3135

www.ihfa.org
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IDAHO’S FORECLOSURE PROCESS
NON-JUDICIAL FORECLOSURE

The primary method of foreclosure in Idaho does not involve
any court action. Instead, most Idaho foreclosures are
completed through a notice process. An uncontested, non-
judicial foreclosure takes about 150 days to complete. If you
contest the foreclosure or file for bankruptcy, this timetable
may be extended.

Notice of Default

The foreclosure process begins when the trustee mails a
notice of default to you. The trustee also files a notice of
default with the county recorder. Once the default notice is
recorded, the trustee schedules and advertises the foreclosure
sale.

Cure of Default

You have at least 115 days after the filing of the notice of
default to “cure” the default and stop the foreclosure. To do
s0, you must pay the lender the total amount due, including
the lender’s costs. In certain situations, the lender may allow
you to stop the foreclosure up to the public sale date.

Notice of Sale

Notice to Borrower. At least 120 days before the sale date,
a notice of trustee’s sale must be mailed to you and
personally served on the occupant of the property or posted
at the property. The notice includes: (a) the names of the
trustee, lender and borrower; (b) a description of the
property; (c) all default information; (d) the amount owed;
and (e) the date, time and location of the sale.



Publication of Notice. The lender also must publish the
notice of trustee’s sale in a local newspaper once a week for
four weeks. The final publication must occur at least 30
days before the sale date.

Sale Process

Trustee Sale. The trustee sale is at the date, time and place
contained in the notice of trustee’s sale. The trustee
conducts the sale.

Postponement of Sale. The lender may instruct the trustee
to postpone the sale up to 30 days. The trustee must
announce the postponement at the originally scheduled sale.
Usually, if a loan modification review is pending, the
servicer will postpone the sale for 30 days at a time. This
means that until a permanent modification is granted, you
may have a sale date scheduled every month. If a sale is
postponed, you will not receive subsequent written notice of
the new sale date. It is your responsibility to verify with
your servicer whether a sale was postponed and to verify the
date of the next sale.

Rescheduling of Sale. The lender also can instruct the
trustee to reschedule the sale. If the sale is rescheduled, a
new notice of sale must be published and sent to you.

Bidding. Any person may bid at the foreclosure sale. The
trustee transfers ownership of the property to the winning
bidder after receiving full payment. The winning bidder is
entitled to possession of the property within 10 days after the
sale.

No Redemption Rights. Idaho foreclosures conducted out
of court do not grant you a right to reclaim the property after
the sale.



Deficiency Judgment. Within 90 days after the sale, a
lender may file a court action against you to recover the
difference between the debt you owe and the amount
obtained at the sale.

JUDICIAL FORECLOSURE

A lender also can foreclose through a court proceeding in
which the judge issues a final judgment of foreclosure. If the
deed of trust prevents the lender from selling the property
without a court order, or if the property exceeds 40 acres, the
lender generally must proceed with a judicial foreclosure.

The lender files a complaint along with a “lis pendens,” a
recorded document that provides public notice that the
property is the subject of a legal action. After the court
enters a judgment, the property is sold at a public sale. You
have 180 days to redeem the property if it is less than 20
acres. If the property is 20 acres or more, the redemption
period is 365 days.

Foreclosure Stripping

A borrower whose home is foreclosed is not entitled to retain
any property that is affixed to the home. Even if you paid
for and installed a new fence, deck, furnace or bathtub, you
cannot disassemble the item and remove it from the property.
Once the property reverts to the lender or is sold to the new
owner, you have no claim over the home. You risk criminal
and civil penalties if any property is removed or damaged.

FEDERAL FORECLOSURE PREVENTION
PROGRAMS

This section summarizes the variety of programs available to
homeowners who face difficulty paying their home loans.
The types of programs available and their -eligibility



requirements change regularly. While the Attorney General
strives to provide homeowners with up-to-date information,
before applying for any program, homeowners should review
the program’s current requirements and guidelines at
www.makinghomeaffordable.gov.

FHA LOSS MITIGATION PROGRAM

Under the Federal Housing Administration’s standard Loss
Mitigation Program, lenders have discretion to determine the
appropriate loss mitigation strategy. Lenders, however, are
subject to lost incentive payments or other sanctions if they
fail to comply with the program.

Eligibility requirements for the program are straightforward.
The prerequisite, however, is that your loan must be in
default, which is defined as “[your] failure to perform under
any covenant of the mortgage and the failure continues for
30 days.” Additional requirements, some of which have
exceptions, include:

e You must occupy the property as your principal
residence;

e You cannot have an ownership interest in other
property subject to FHA insurance;

e You cannot be a borrower on a prior loan on which
an FHA claim was paid in the last three years;

e The loan cannot be co-insured unless the 60th
payment was received; and

e You cannot have filed bankruptcy.

Lenders are expected to act proactively and aggressively
when borrowers enter default. If you want to stay in your
home, the lender must consider three reinstatement options
in the following order: (1) special forbearance; (2) loan
modification; or (3) partial claim. If you cannot cure the
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default, lenders must consider a: (1) pre-foreclosure sale; or
(2) deed-in-lieu. All of the programs have special eligibility
requirements and may provide monetary incentives to
borrowers. For all mortgages, lenders must implement a loss
mitigation option or initiate foreclosure within six months of
the default date.

FHA SHORT REFINANCE PROGRAM

Borrowers who are underwater on their non-FHA-insured
mortgage loans, but who are still current on their payments
can obtain an FHA-insured loan if the lender agrees to write
off at least 10% of the loan’s unpaid principal balance.
Borrowers may refinance only the unpaid principal balance
only on their first-lien mortgages and must have a credit
score of at least 500. After refinancing, the refinanced FHA-
insured first mortgage must have a loan-to-value ratio of no
more than 97.75%. Interested borrowers can visit
www.tha.gov for additional information.

FHA HOME AFFORDABLE MODIFICATION
PROGRAM

The FHA Home Affordable Mortgage Program (FHA-
HAMP) provides borrowers in default or those facing
imminent default on their FHA insured mortgages with the
opportunity to reduce their payments to a reasonable amount.
The FHA-HAMP is available only if the borrower does not
qualify for the FHA Loss Mitigation Program.

Loss mitigation options vary, depending on whether the
borrower is in default or is facing imminent default. FHA
defines “imminent default” as a borrower who is current or
less than 30 days past due on the mortgage obligation. The
borrower must have a documented hardship. To determine
whether you qualify for this program, visit
www.makinghomeaffordable.gov or call (888) 995-HOPE.



http://www.fha.gov/�
http://www.makinghomeaffordable.gov/�

HOME AFFORDABLE MODIFICATION PROGRAM

The Home Affordable Modification Program (HAMP) is one
of the primary components of the federal government’s
Making Home Affordable program. Fannie Mae acts as the
Treasury Department’s financial agent to administer the
HAMP and Freddie Mac serves as the program’s compliance
agent. Servicer participation is required for all Freddie- and
Fannie-owned loans or guaranteed loans. Participation is
voluntary for servicers and investors of other loans.

The HAMP is designed to reduce mortgage payments to
affordable levels in order to avoid foreclosure. The HAMP
reduces your monthly mortgage payment to 31% of your
verified gross income.

Who is Eligible?

The HAMP was not designed to help every borrower who is
struggling financially or who is facing foreclosure. To
qualify, you must preliminarily:

I. Own a one- to four-unit home that is your primary
residence;

2. Have received the mortgage loan on or before
January 1, 2009;

3. Have a mortgage payment (including principal,
interest, taxes, insurance and homeowners association
dues) that is more than 31% of your gross monthly
income; and

4. Owe $729,750 or less on your first mortgage for a
one-unit property. Higher limits apply for two- to
four-unit properties.

How to Apply.

To apply for a HAMP modification, you must complete the

10



standardized documents. They are available from your
servicer and at www.makinghomeaffordable.gov. You must
submit the forms to your servicer. Your servicer is required
to notify you within 10 days that it received the forms. At
that time, the servicer also requests all additional
documentation, such as paystubs, to verify your income.
Once the servicer has gathered the required information, it
has 30 days to offer a modification or reject your request.

Application’s Effect on Foreclosure.

The servicer may not start foreclosure while it is evaluating
your application. The servicer may continue the foreclosure
process but may not sell your home if you apply for a
modification after foreclosure began, but before the trustee’s
sale. In certain instances, if the servicer rejects your
modification request, the servicer must wait 30 days from the
date of notification before selling the home.

Evaluating Your Application.

After the servicer verifies that your monthly mortgage
payments are more than 31% of your gross monthly income,
it calculates the total of your principal balance and any
unpaid interest and fees. The servicer then calculates
whether a reduction in the interest rate to as low as 2% will
put your payments below 31% of your gross monthly
income. If an interest rate reduction is insufficient, the
servicer may extend the payment term for up to 40 years.
Servicers also can offer a principal forbearance, i.e., a period
of time during which you pay interest, but do not make
payments toward your principal balance.

Assuming you meet the eligibility criteria, your loan
undergoes a net present value (NPV) test. The NPV test
determines the financial benefit to the investor if your loan is
modified. A positive result demonstrates that the investor is

11
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better off financially if the loan is modified rather than
foreclosed. If the test generates a negative result and Freddie
Mac or Fannie Mae does not own the loan, modification is
optional.

If you qualify for a modification, you first must complete a
trial payment period, usually three or four months, to
demonstrate you can make the new payments. If you
complete the trial payment period successfully and meet any
additional requirements, the servicer usually offers a
permanent modification that remains in place for five years.

After five years, a loan’s modified interest rate increases 1%
each year until it reaches the 30-year conforming fixed rate
that was in effect at the time of the modification. You also
can earn $1,000 in principal reduction every year for five
years that the loan remains current.

If you fail the trial payment period, you are left with the
original terms of your loans. You must pay the difference
between the original mortgage payment amount and the trial
payment amount, along with late fees that accrued because
you made reduced payments during the trial period.

HOME AFFORDABLE REFINANCE PROGRAM

The Home Affordable Refinance Program allows
homeowners with loans owned or guaranteed by Fannie Mae
or Freddie Mac an opportunity to refinance into more
affordable monthly payments. This program benefits you if
you are current on your mortgage payments, but the value of
your home has decreased and you would like to have a lower
interest rate. To qualify for the program, you must meet the
following eligibility requirements:

¢ Own and occupy a one to four unit home;

12



e Have a loan owned or securitized by Fannie Mae or
Freddie Mac;

e Be current on your mortgage payments;

e Owe less on your first mortgage than the current
value of your home (a loan-to-value ratio of 125% or
less);

e Have income sufficient to make the new mortgage
payments; and

e Realize an improvement in the long-term
affordability or stability of your loan.

Some exceptions to the above requirements exist, so, if you
are thinking about refinancing, you should speak to your
servicer about the details of the program. To find out if your
loan is owned or securitized by Fannie Mae or Freddie Mac,
contact the companies at:

Fannie Mae
o (800) 7FANNIE (8 a.m. to 8 p.m. EST)
o www.fanniemae.com

Freddie Mac
o (800) FREDDIE (8 a.m. to 8 p.m. EST)
o www.freddiemac.com

Refinancing will not reduce the principal amount you owe to
the lender and, for the most part, you cannot obtain
additional cash to pay off other debts. However, by reducing
your interest rate to a fixed rate, you reduce your monthly
payment and reduce the amount you have to pay over the life
of the loan.

The program expires on June 30, 2012.

13
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SECOND LIEN MODIFICATION PROGRAM

Homeowners who are struggling to make two mortgage
payments may qualify for the Second Lien Modification
Program (2MP). Under this program, if your first mortgage
is modified under the Home Affordable Modification
Program (HAMP) and your second mortgage servicer
participates in the 2MP, the servicer may:

1. Reduce the interest rate to 1% on second mortgage
loans that require payment of interest and principal,;

2. Reduce the interest rate to 2% for interest only (I/O)
second mortgage loans;

3. Extend the loan term to 40 years;

4. Forbear the same proportion of principal on the
second loan as was deferred on the first loan;

5. Forgive at least (or more than) the same amount of
principal that was forgiven on the first loan; or

6. Extinguish the second loan.

HOME AFFORDABLE UNEMPLOYMENT
PROGRAM

Mortgage servicers may offer a forbearance period to
homeowners who are having difficulty paying their
mortgages due to unemployment. Your monthly payment
can be reduced or suspended for a minimum of three months
while you look for employment. The servicer has discretion
to extend the forbearance period depending on investor and
regulatory guidelines. To participate in this program, you
must:

e meet the HAMP requirements;

e be receiving or qualified for unemployment benefits;
and

14



e not be more than three months past due on your
mortgage payments.

PRINCIPAL REDUCTION ALTERNATIVE

The Principal Reduction Alternative (PRA) can assist you if
you are a financially distressed borrower and you owe more
on your home than the home is worth. Through a HAMP
loan modification and the PRA, your loan-to-value ratio is
reduced to 115%. As long as your loan remains in good
standing, one-third of the total forgiven principal is
permanently forgiven on each of the first three anniversary
dates of the your trial payment.

EMERGENCY HOMEOWNER LOAN PROGRAM

Currently under development, the Emergency Homeowner
Loan Program (EHLP) provides eligible borrowers with
bridge loans of up to $50,000 from the Department of
Housing and Urban Development. You can use the money to
pay loan arrearages, including delinquent taxes and
insurance, and pay up to 24 months of mortgage payments.
The loan is deferred with no interest and a declining balance.

To qualify for an EHLP loan you must, among other
requirements:

e Have an involuntary decrease in income of at least
15%;

e Be at least three months delinquent on your loan
payments;

e Have received notice of your lender’s intent to
foreclose, and;

e Have the ability to resume making your payments
within two years.
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For complete details about the EHLP, visit www.hud.gov.
PROTECTING TENANTS AT FORECLOSURE ACT

The federal Protecting Tenants at Foreclosure Act ensures
that tenants receive appropriate notice of foreclosure and are
not abruptly displaced. The Act expires at the end of 2014.

Under the Act, the new property owner cannot evict a
month-to-month tenant for 90 days. If a lease is in effect, the
tenant may remain in the property until the lease ends except
when the new owner is going to use the property as his or her
primary residence. In that case, the new owner only has to
give the tenant 90 days notice to vacate the property.

For more information about this law, read the Attorney
General’s publication Landlord and Tenant Guidelines.

FORECLOSURE ALTERNATIVES PROGRAM

The Foreclosure Alternatives Program is an incentive
program designed to encourage short sales and deeds-in-lieu
of foreclosure when a borrower is eligible for a modification,
but is unable to complete the modification plan. The
program is intended to minimize the negative effects of
costly foreclosures and includes financial incentives for
servicers, borrowers and investors.

Eligibility Requirements. You must meet the eligibility
requirements for the Home Affordable Modification
Program (HAMP), but otherwise not qualify for a
modification or fail to complete the modification plan during
the trial period.

Relocation Payment & Fees. You may receive $1,500 to
assist in relocating. Servicers may not charge you a fee to
participate in the program. Realtors are entitled to their
commission and reimbursement of selling costs.
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Property Valuation. The servicer may use two methods for
determining the value of a property: (a) an appraisal that
conforms to the Uniform Standards of Professional Appraisal
Practice (USPAP); or (b) a Broker Price Opinion obtained
within 120 days of the short sale agreement.

Marketing Duration. You have at least 90 days to market
and sell your property through an experienced, licensed
realtor. The maximum marketing duration is one year.
Marketing may run concurrently with the foreclosure
process.

Junior Liens & Debts. All second mortgages and junior
liens must be eliminated before the property is sold.

Deed-in-Lieu. The servicer has the option to include in the
short sale agreement a requirement that you deed the
property to the servicer. You are granted a release from the
debt if the property does not sell within 90 days (or whatever
period the agreement provides). Additionally, you are
allowed 30 days to vacate the property.

Expiration. This program expires on December 31, 2012.

STATE OF IDAHO’S AGREEMENT WITH
COUNTRYWIDE FINANCIAL
CORPORATION

The Attorney General and the Idaho Department of Finance
entered into a settlement agreement with Countrywide
Financial Corporation, now Bank of America, in which it
agreed to modify mortgages for Idaho homeowners with
delinquent loans. The agreement includes the following
provisions:

Loan Modifications. Eligibility for a loan modification
requires the following:
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¢ You must have received a qualifying subprime or Pay
Option ARM before December 13, 2007;

¢ You must be at least 60 days delinquent on your loan
or likely to become delinquent in the near future;

e Your loan-to-value ratio must be 75% or higher;
e Your property must be residential property;
e You must occupy your property; and

¢ You must be able to afford the payments under the
modified mortgage.

Relocation Assistance Program. You may receive a cash
payment from Bank of America if you agree to vacate the
property shortly after foreclosure. Contact Bank of America
to determine if you qualify for this program.

NEGOTIATING A LOAN WORKOUT PLAN
DETERMINING WHO TO CONTACT

If you are having trouble paying your loan, call your
servicer, which has authority to negotiate a workout
agreement on behalf of the lender or owner of the loan. If
you have received a delinquency notice from your servicer,
call the telephone number included in the notice.

Most loan servicers have loss mitigation or home retention
departments that specialize in assisting borrowers with loan
modifications. When you call your servicer, ask to speak
with one of these departments.

What to Do When Your Servicer Won’t Help You

If you provided your servicer with all of the information
needed to approve or deny your requested modification, yet
the servicer fails to communicate its final decision, you
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should contact the following resources, depending on the
type of loan you have.

1. FHA-Insured Mortgage Loans. Your servicer is
required to follow FHA servicing guidelines and
regulations. If the servicer is uncooperative with you,
call FHA’s National Servicing Center at (888) 297-
8685. Have your 13-digit FHA case number from
your loan settlement statement available when you
call.

2. VA-Insured Loans. Your servicer is required to
notify the VA when your loan is in default. The VA
will contact you to discuss your financial situation
and help you decide what action to take. A VA
financial counselor also can help you maintain
contact with your servicer and intercede on your
behalf to negotiate a modification with your servicer.
If you need to contact a VA financial counselor about
your loan, «call (877) 827-3702. Additional
information regarding VA home loans is available at
www.homeloans.va.gov.

3. Conventional Loans. First, consult with a local
housing counselor by calling the Homeowners Hope
Hotline at (888) 995-HOPE. If you are unable to
speak with a counselor in your area, you can contact
the Attorney General’s Consumer Protection Division
at (208) 334-2424 for assistance. The Attorney
General’s housing specialist can help facilitate
communication between you and your servicer.

LOAN WORKOUT OPTIONS

Reinstatement. If you are able to make a lump sum
payment to bring your loan current, ask if your servicer will
reinstate your loan.

Repayment Plans. You may be able to cure a defaulted
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loan by entering into a repayment plan in which you make
regular monthly mortgage payments as they are due, together
with partial monthly payments on the arrearage. The amount
of time allowed to complete the repayment varies based on
the loan servicer but generally can be from three months to
four years. Repayment plans are helpful if you experienced
only a temporary financial setback.

Forbearance. A forbearance may be another option if you
are experiencing temporary financial problems. With a
forbearance, the loan servicer temporarily reduces or
suspends the amount of your monthly payment. You will
have to pay the arrearage and accumulated interest (along
with the regular payment amount) when the forbearance
ends.

Modification. A loan modification can take many forms,
but generally, a modification is best if you have recovered
from a financial setback, but your income is less than it was
before the default occurred. Possible modification options
include:

e Reduction of the interest rate;
e Extension of the loan repayment period;
e Reamortization with capitalization of any arrears; and

e Reduction of the principal balance.

Partial Claim. If you have private mortgage insurance you
might be eligible to obtain a one-time, interest-free loan to
pay off your delinquency. Ask your servicer to assist you in
filing a claim with your insurer. You must repay the loan
when you refinance, sell or pay off your mortgage.

Short Sales/Pre-Foreclosure Sales. A short sale is selling a
home for less than the amount due on the mortgage in order
to avoid foreclosure. With a short sale, you may avoid the
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harm a foreclosure causes to your credit rating. It is
important, however, to negotiate an agreement that prevents
the lender from obtaining a deficiency judgment against you.
Lenders have six years after the sale to file a judgment
against you. They typically wait until you have reestablished
yourself financially before they attempt to collect. You may
have to pay taxes on the difference between the amount of
your mortgage and the amount for which you sell your home.

Deed-in-Lieu of Foreclosure. A deed-in-licu of foreclosure
is simply a transfer of the deed to the mortgage holder to
satisfy the loan. This option, which will negatively impact
your credit, usually is available only when a home has one
mortgage. In some cases, if your second mortgage is with
the same mortgage lender, the lender may accept a deed-in-
lieu of foreclosure.

Assumptions. In some cases, a third party can assume the
payment of the mortgage. The home can then be transferred
to the person assuming the mortgage. However, you remain
responsible for the mortgage unless the lender releases you
from the obligation. Many mortgage contracts include a
“due on sale” provision to prohibit assumptions without the
lender’s consent.

Claim Advance. If your mortgage is insured, you may
qualify for an interest-free loan from your mortgage
guarantor to bring your account current. In most cases, you
are not required to repay the loan for several years.

BEFORE MEETING WITH A HOUSING
COUNSELOR

Although every situation is unique, generally, a housing
counselor’s goal is to prevent a foreclosure. In order to work
efficiently toward that goal, you need to provide the
counselor with all relevant information and documentation
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regarding your circumstances. A list of important documents
you need to compile is contained in Appendix C. Before
meeting with the counselor, you should complete these tasks:

Gather and organize all of the documents you have
received from your servicer, your lender and any
other entities related to your home ownership. (See
Appendix C.)

Gather and organize your financial records, including
all income statements, bills, tax records, insurance
policies, bank records and other documents showing
your assets and debts.

Figure out your immediate deadlines. For example,
1s there a foreclosure sale date scheduled?

Decide what your goals and needs are, both
financially and personally. For example, how badly
do you want to keep your home? Is it realistic to
keep your home under your current financial
situation?

WHAT TO EXPECT FROM A HOUSING
COUNSELOR

Depending on the purpose of your meeting with the housing
counselor, generally, you can expect a counselor to assist
you with the following tasks:

Determining your objectives and needs. The
counselor should not make any determinations before
obtaining all of the necessary information, including
your objectives.

Scheduling any time limitations and deadlines.
The counselor should assist you in determining any
upcoming deadlines.

Calculating how much you owe your lender. This
amount should include an accurate accounting of all
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payments, interest, taxes, insurance, arrearage and
fees that you owe.

Assisting you in writing a hardship letter. If the
counselor determines that a hardship letter is
warranted, the counselor can help you write one. It is
important, however, that you write, sign and date the
letter. (An example hardship letter is provided in
Appendix E.)

Preparing a budget. Your immediate financial
circumstances will be a key factor in determining the
likelihood of avoiding foreclosure. The housing
counselor might use worksheets to help you
understand all of your assets and debts. Do not
understate certain expenses, such as food or utility
costs.

Identifying ways to increase your income.
Counselors may know what avenues are available to
increase your income. For example, you may qualify
for public assistance. If you do, the counselor can
assist you in applying for the appropriate benefits.
Other possibilities include: selling unnecessary
possessions, cashing out life insurance policies or
retirement accounts, obtaining a second job or
working overtime, asking a relative or friend for
money or finding a roommate to offset housing costs.

Identifying ways to reduce your financial
obligations. You may be able to reduce or eliminate
expenses by canceling private mortgage insurance (if
eligible), obtaining low-income utility rate discounts,
conserving energy, disconnecting optional services
such as cable, Internet or cell phones, negotiating
payment or interest reductions with credit card
companies, requesting a temporary suspension or
reduction of payments (known as a forbearance) on
student loans or eliminating expensive habits such as
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smoking, eating out or shopping.

e Educating you about saving money for a
foreclosure avoidance plan. An avoidance plan will
be more attractive to your lender if you have a lump
sum available to pay your lender. Set up a separate
savings account specifically for this money.

e Completing the budget papers and obtaining the
necessary documentation. If a foreclosure
avoidance plan is available, the counselor will
complete the necessary budget forms and obtain
verification of your income and expenses.

e Requesting a delay of the foreclosure sale. It may
be necessary to request a postponement of the
scheduled sale to allow sufficient time to arrange a
foreclosure avoidance plan.

e Submitting the proposed plan to the lender.
Depending on the situation, extensive negotiation
with the lender on your behalf may be necessary.

MORTGAGE PAYMENT RELIEF FOR
MILITARY PERSONNEL

The Servicemembers Civil Relief Act protects military
personnel during active duty from high rate mortgage loans
and foreclosure. The Act limits the interest rate that a lender
can charge an active duty military member to 6% per year.
Monthly payments are recalculated to reflect the lower rate
during active duty. However, the interest rate reduction is
not automatic.

If you are in the military, which includes the reserves, and
you want to request an interest rate reduction, you must send
a written request, along with a copy of your orders, to your
lender no later than 180 days after the date of your release
from active duty.
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The interest rate reduction applies only during active duty.
Once your active duty ends, the rate reverts to its prior rate.

Your lender also may allow you to postpone paying the
principal amount due on your loan while you are on active
duty. You are still obligated to repay the unpaid principal
once your active duty is finished.

Lenders may not foreclose on your home while you are on
active duty or within 90 days after your duty ends.

If you have questions about your rights under the Act,
contact your unit judge advocate or installation legal
assistance office. The U.S. Armed Forces Legal Assistance
website (legalassistance.law.af.mil) provides information
about local legal assistance offices for all branches of the
armed forces.

BANKRUPTCY

If you need more time to pay off a mortgage delinquency or
restructure your debt, and your income (assets) are restricted,
you may be able to file bankruptcy. Depending on your
financial situation, you can file one of two types of
bankruptcy.

Chapter 7 (Liquidation). The purpose of Chapter 7
bankruptcy is to eliminate unsecured, non-priority debts,
while retaining exempt property. An unsecured, non-priority
debt includes most consumer debt, such as credit cards and
medical bills.  This type of debt differs from non-
dischargeable debt, such as criminal restitution, or debt that
is secured by property, such as a car loan. Exempt property
includes a portion (or value) of the debtor’s homestead and a
portion (or value) of the debtor’s personal property.
Eliminating the debtor’s consumer debts devotes more of the
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debtor’s income to making a mortgage payment. A typical
liquidation takes between four and six months to complete.

Chapter 13 (Reorganization). The purpose of Chapter 13
bankruptcy is to give the debtor a chance to work out a debt
payment plan over a period of years. A Chapter 13 is
available only if the debtor can afford to make the required
payments. Second mortgages can be eliminated when no
equity is attached to the interest.

IMPORTANT BENEFITS OF BANKRUPTCY

Filing bankruptcy offers two important benefits. As soon as
the petition is filed, an “automatic stay” of all debt collection
efforts, including a foreclosure action, is entered. Most
creditors must get the court’s permission to continue
collection. Keep in mind, however, that a bankruptcy does
not stay some legal actions, including criminal prosecutions,
child support collections and evictions.

The second benefit of bankruptcy is it requires creditors to
submit their claims to the court for review. If a creditor is
attempting to collect a debt that is questionable or that
includes unlawful fees, court review can help eliminate
erroneous charges.

TALK TO AN ATTORNEY

Bankruptcy is a complicated legal proceeding with long-term
consequences. Not everyone can qualify for or afford
bankruptcy. To learn about the process, read the Idaho
Bankruptcy Court’s “Bankruptcy Facts You Should Know,”
available at www.id.uscourts.gov. To locate a qualified
bankruptcy attorney, contact the Idaho State Bar’s Lawyer
Referral  Service at (208) 334-4500 or visit
www.isb.idaho.gov.
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TAX CONSEQUENCES OF FORECLOSURE

THE MORTGAGE FORGIVENESS DEBT RELIEF
ACT

Enacted in late 2007, the Mortgage Forgiveness Debt Relief
Act allows taxpayers to exclude from their income any
income obtained through modification of a mortgage or
through foreclosure on the taxpayer’s principal residence.
The balance of the loan must equal $2 million or less. For a
married taxpayer filing a separate return, the limit is $1
million.

The Act applies to debt secured by a residence that was used
to buy, build or substantially improve a principal residence.
If a debt was used to refinance another debt, the debt is
eligible for the exclusion up to the amount of the mortgage
principal before refinancing.

Taxpayers whose debt is reduced or eliminated will receive a
Form 1099-C from their servicer or lender. The form must
show the amount of debt forgiven and the fair market value
of any property that was foreclosed. Be sure to review the
form closely, especially Box 2 (Debt Cancelled) and Box 7
(Fair Market Value) and notify your lender if any
information is incorrect. Debt relief under this Act applies to
debt forgiven between 2007 and 2012.

For additional information about the Mortgage Forgiveness
Debt Relief Act, review Internal Revenue Service
Publication 4681 at www.irs.gov.

LIFE AFTER FORECLOSURE

Foreclosure is not the end of the world. You can survive this
and use what you have learned to improve your life both
personally and financially. Most likely, you now face a
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limited income, substantial debts and an impaired credit
history. However, it is important to recognize the temporary
nature of your situation and utilize family and community

resources to get back on track.

TAKE CARE OF YOURSELF

If you are feeling sad, hopeless or are having self-destructive
thoughts, get help immediately. Crisis counselors are
available 24 hours a day, seven days a week at:

Suicide Prevention Hotlines

National Hopeline Network
(800) SUICIDE (800-784-2433)

National Suicide Prevention Lifeline
(800) 273-TALK (8255)

To find a local hotline, check your
phone book.

Other Mental Health Resources

Suicide Prevention Action Network
of Idaho (SPAN)
www.spanidaho.org

Idaho 2-1-1 Careline
Telephone: 211 or (800) 926-2588
www.idahocareline.org

National Suicide Prevention Lifeline
www.suicidepreventionlifeline.org

National Institute of Mental Health
www.nimh.nih.gov

National Alliance on Mental Illness
Idaho Telephone: (800) 572-9940
Information Helpline: (800) 950-NAMI

WWWw.nami.org

Military and Veterans Resources:

Air Force Suicide Prevention
Program

Army Suicide Prevention Program
(703) 604-0620

E-mail: glsuicide@conus.army.mil
www.armygl.army.mil

Coast Guard Suicide Prevention
Employee Assistance Program
(800) 222-0364

Marine Corps Suicide Prevention
Military OneSource

(800) 342-9647
WWW.USMC-MCCS.0rg

Navy Suicide Prevention Program
Www.npc.navy.mil

United States Department of
Veterans Affairs
www.mentalhealth.va.gov
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Covering the Basics

Meeting your basic needs, such as food, health care and
housing costs, is the first step in a financial crisis.
Community resources are available if you need financial
assistance or personal support.

Food/Cash/Assistance. The Idaho Department of Health
and Welfare offers assistance to families who need
temporary assistance to get back on the road to self-reliance.
For information about available programs, visit
www.healthandwelfare.idaho.gov or call your local
Department of Health and Welfare office.

Housing. The Idaho Housing and Finance Association
assists families in finding affordable housing. For more
information, visit www.ihfa.org. You can find additional
housing resources in Idaho at www.hud.gov.

Prescription Medication. RxIdaho can help you find
affordable prescription medication assistance. Visit
www.rxidaho.org or call (888) 477-2669 for additional
information.

IMPROVING YOUR FINANCIAL SITUATION

Once your basic needs are met, you can focus on your
finances. Most likely, you will need to change your
spending and saving habits.  Planning is essential to
sustaining financial stability. If you need assistance with
budgeting and goal setting, meet with a qualified, non-profit
credit counselor.

For a list of agencies that engage in credit counseling, visit
www.hud.gov and access the Idaho webpage. You also can
locate a credit counselor by calling HUD at (800) 569-4287
or by visiting the National Foundation for Credit Counseling
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website at www.nfcc.org. The NFCC publishes several
financial self-help guides and is available by phone at
(800) 388-2227. The Idaho Department of Finance licenses
credit counselors. Visit finance.idaho.gov to verify that the
counselor you have selected is licensed in Idaho and is in
good standing with the Department of Finance.

AVOIDING FUTURE FINANCIAL PITFALLS

You cannot cure your financial woes overnight, but giving
up on a plan or trying to find an easy way out is not the
answer. It is essential that you avoid the spending and
lending traps of “fringe financial services.” Payday loans
and paycheck cashers, car title loans, tax refund anticipation
loans and rent-to-own agreements are dangerous traps that
can suck you deeper into debt. High-risk lenders charge very
high interest rates, and you will end up paying substantially
more for merchandise you purchase at a rent-to-own store. It
is best to avoid these high-cost lenders altogether.

If you decide to use one of these lenders, check with the
Idaho Department of Finance to find out if a company
offering these services is required to be licensed under Idaho
law and if the company is licensed.

MORTGAGE RESCUE SCHEMES

With the increasing number of foreclosures, fraud
perpetrators have boundless opportunities to exploit
homeowners who are seeking financial help and who are
desperate to save their homes. To make fast profits,
fraudulent mortgage rescue companies use half-truths and
lies to sell services that they never deliver. Such schemes
may result in the loss of your home.

The Attorney General has received consumer complaints
about mortgage rescue scammers who:
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Require consumers to pay upfront fees;

Represent they are government agencies or have
government approval;

Advertise they are attorneys or have attorneys
working for them when they don’t;

Claim they are licensed or BBB-certified when they
aren’t;

Claim they have special or insider relationships with
mortgage servicers when they don’t;

Advertise ridiculously high success rates;

Purposefully stall the modification process by:

o Requiring the consumer to resend documents
previously provided;

o Refusing to return the consumer’s calls or
e-mails;

o Continually transferring the consumer’s file to
new agents;

o Blaming the mortgage servicer for “losing” a
consumer’s file; and

o Requiring additional fees from the consumer.

Tell the consumer to stop making payments to the
mortgage company;

Instruct  consumers to ignore delinquency,
foreclosure, sale or other notices;

Continue to collect money from the consumer for
services never provided;

Fail to employ experienced, trained mortgage
modification specialists;

Allow the consumer’s home to be sold without
informing the consumer;
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e Turn the consumer into a tenant in the consumer’s
own home;

e Wipe out any equity the consumer has in the home;

e Instruct their employees to make promises to the
consumer that the company has no ability or intent to
satisfy;

e Pay refunds with rubber checks; and

e Fail to contact the consumer’s mortgage company to
negotiate a modification.

The Federal Trade Commission’s Mortgage Assistance
Relief Services (MARS) Rule prohibits mortgage
modification companies from collecting any fees from a
consumer until the consumer receives:

e a written offer from the lender or servicer that the
consumer deems acceptable, and

e a written explanation from the lender or servicer that
describes all of the changes that would occur to the
consumer’s loan if the consumer accepted the offer.

The modification company also must inform the consumer
that he or she has a right to reject the offer without any
charge. Attorneys who are licensed in Idaho and who place
their clients’ fees in a trust account according to Idaho law
are exempt from the MARS Rule.

Do not become a victim of a mortgage rescue scam. Never
pay someone to help you negotiate a mortgage
modification. Free help is available from qualified housing
counselors. Call (888) 995-HOPE or visit www.hud.gov to
locate a counselor.

The sooner you take action, the better chance you have of
saving your home. Do not believe anyone who tells you to
ignore calls or letters from your mortgage servicer.
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The Attorney General coordinates with the U.S. Department
of the Treasury, the U.S. Department of Justice, the
Department of Housing and Urban Development, the Federal
Trade Commission, the Idaho Department of Finance and
other state agencies in investigations, enforcement actions
and consumer education opportunities. If you lose money to
a mortgage modification scam, you can file a consumer
complaint with the Consumer Protection Division.
Complaint forms are available at www.ag.idaho.gov or by
calling the office.

You also can file a complaint with the Idaho Department of
Finance, which licenses credit counselors and for-profit
mortgage modification service providers. The department
has authority to initiate administrative actions against entities
whose business practices fall within laws the department
administers. For information about filing a complaint and
what types of entities are licensed by the Department of
Finance, go to finance.idaho.gov.

DECEPTIVE ADVERTISEMENTS

Mortgage rescue companies sift through public foreclosure
notices in newspapers, at courthouses and on the Internet to
find targets. The companies send personalized letters
instructing you to call the company in order to “save” your
home from foreclosure.

Companies also advertise on the Internet, television and in
the newspaper. They staple posters to telephone poles and
bus stops and leave flyers on doorsteps. These ads contain
intimidating language designed to convince you that the only
way to save your home is to call the “rescue” company.
Mortgage rescue companies may include in their ads false
court case numbers and bank names to make you believe the
court or your mortgage company generated the notice.
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An example of a typical direct-mail ad is:

National Bank, N.A.
IMPORTANT NOTICE

Jane Doe
1900 Estate Drive
Idaho Falls, ID 83404

Re: Case No. 123-1234
Your Home Will be Sold at Auction!

Our team of loss mitigation specialists has decades of experience
and a 100% success rate. We will save your home and your
credit! Call now!

Don’t Wait Another Minute!
(800) 555-3100

Joe Smith
Foreclosure Specialist

LOAN MODIFICATION NEGOTIATORS

Enter the phrase “loan modification” into any Internet search
engine and you will receive dozens of hits for companies
claiming they can negotiate a mortgage modification with
your lender.  First, however, you must authorize a
withdrawal from your credit card or send a money order for
hundreds of dollars. Don’t do it.

Be very cautious before paying someone to negotiate with
your mortgage servicer or your other creditors and always
insure that they are licensed by the Idaho Department of
Finance.

Everything a mortgage modification consultant or credit

counselor can do for a fee, you or a housing counselor can do
for free.
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The federal Making Home Affordable program helps eligible
homeowners refinance or modify their mortgages. Making
Home Affordable is free. A mortgage servicer or housing
counselor can assist you in taking advantage of the program.
For more information, visit
www.makinghomeaffordable.gov or call (888) 995-HOPE.

Unfortunately, the program has attracted a slew of scammers
who falsely claim the government has approved their fee-
based services. A business that represents an affiliation with
the Making Home Affordable program or the HOPE Now
program is violating state and federal laws. Report these
scammers to the Attorney General’s Consumer Protection
Division.

Never stop paying your mortgage or stop talking to your
servicer on the advice of a loan modification counselor. If
you are delinquent or at risk of becoming delinquent on your
mortgage, don’t make the problem worse by ignoring your
servicer. Call your servicer’s toll-free number and explain
your situation.

If you are unable to negotiate a modification on your own,
contact a HUD-approved housing counselor who is trained to
negotiate with lenders. Taking these pro-active, cost-free
steps, rather than handing over your money to an Internet
advertiser, not only saves you hundreds of dollars, it is more
likely to save your home from foreclosure.

The Attorney General recognizes how easy it is to believe
the promises of so-call